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PREFACE

This publication is part of a series produced by the Institute’s staff through use of the
Institute’s National Automated Accounting Research System (NAARS). The purpose of the
series is to provide interested readers with examples of the application of technical pronounce
ments. It is believed that those who are confronted with problems in the application of pro
nouncements can benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current inter
est dealing with aspects of financial reporting.
The examples presented were selected from over twenty thousand annual reports stored in
the NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to encom
pass all aspects of the application of the pronouncements covered in this survey. Individuals with
special application problems not illustrated in the survey may arrange for special computer
searches of the NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.
John Graves
Director, Technical Information Division
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I
SCOPE AND PURPOSE OF THE SURVEY

For many years accounting for pensions has been prescribed by Accounting Principles Board
Opinion 8, Accounting for the Cost of Pension Plans. Under APB Opinion 8, an employer is
required to recognize pension cost annually in amounts equal to the amounts that would have to be
contributed annually to pension funds under actuarial funding (cost) methods specified by the
Opinion as acceptable for accounting purposes. If a fund has been established, the funding method
used to recognize pension cost does not have to be the same as the funding method applied to the
established fund. Few employers have reported assets or liabilities pertaining to pensions, which
indicates that few have used funding methods to recognize pension cost that differ from the
funding methods applied to the established funds.
Opinion 8 has recently been replaced by FASB Statement No. 87, Employers’ Accounting
for Pensions, which is generally effective for financial statements prepared for fiscal years
beginning after December 15, 1986. Some provisions of the Statement are not effective until
financial statements are prepared for fiscal years beginning after December 15, 1988. However,
the Statement encourages earlier adoption. The accounting under the Statement is a significant
departure from the accounting under Opinion 8, so many employers that will adopt the Statement
probably will have to report assets or liabilities pertaining to pensions.
The issuance of FASB Statement No. 87 was accompanied by the issuance of a closely related
pronouncement, FASB Statement No. 88, Employers’ Accounting for Settlements and Curtail
ments of Defined Benefit Pension Plans and for Termination Benefits. Statement No. 88 is
effective when an employer adopts Statement No. 87. Statement No. 88 in part prescribes the
adjustment following settlements or curtailments of defined benefit pension plans of the stated
amounts of assets of liabilities recognized under FASB Statement No. 87. It also prescribes
accounting for employee termination benefits.
The application of FASB Statement No. 87 or 88 requires considerable judgment. An accoun
tant who is confronted with problems in applying either or both Statements can benefit from
learning how other accountants have applied them in practice. Accordingly, this publication
presents excerpts from twenty-eight recently published financial statements that illustrate the
earlier-than-required application of one or both Statements.
The AICPA National Automated Accounting Research System (NAARS) was used to com
pile the information. The examples presented were selected from more than 4,000 of the 20,000
reports to stockholders stored in the computer data base.
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II
APPLICATION OF FASB STATEMENT NO. 87
TO ALL OPERATIONS

Statement No. 87 requires an employer to periodically recognize pension cost that is the
algebraic sum of various kinds of amounts described in paragraph 20. Some of the amounts are
required to be disclosed separately and others can be disclosed in total. Other information, which
is described in paragraph 54, also is required to be disclosed.
Most companies in NAARS that have applied FASB Statement No. 87 have applied it to all
the operations in the consolidated entity. Fourteen examples of such companies are presented
below.
CARSON PIRIE SCOTT & COMPANY
Notes to Financial Statements
9. Retirement Plans
Substantially all employees who meet certain requirements of age, length of service and hours
worked per year are covered by a Company or union sponsored retirement plan. The two Company
sponsored plans, the Carson/Dobbs Employees Pension Plan and the Dobbs Hourly Employees Pen
sion Plan, are defined benefit, noncontributory plans. Benefits paid to retirees are based upon age at
retirement, years of credited service and average earnings.
At February 1 , 1986 and February 2, 1985 the assumed discount rate, the estimated rate at which
each retirement plan could have settled its liabilities, was 9% and 10%, respectively. The expected
long-term rate of return on plan assets was estimated to be 10% per year and future salary increases
were estimated to be 7.5% per year.
The assets of the Company sponsored plans are maintained in a single master trust account. The
majority of the master trust assets are invested in common stock and other equity securities, debt
securities and insurance contracts. Master trust assets at January 31, 1986 include $3,910,000 of the
Company’s common stock. The Company’s funding policy is to satisfy the minimum funding require
ments of ERISA. There are restrictions on the use of excess pension plan assets in the event of a
change of control of the Company.
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During 1985 the Company changed its method of accounting for pension cost in order to conform
with the new requirements of Statement No. 87 of the Financial Accounting Standards Board
(FASB). The effect of the change was to increase net earnings and earnings per share for 1985 by
$1,699,000 and $.17, respectively. In accordance with the FASB standards, prior years’ financial
statements have not been restated. Pension expense in 1984 and 1983 was $1,760,000 and $2,363,000,
respectively. The pro forma effect of retroactive application of this accounting change on prior years
presented is not determinable since prior years’ pension obligations and related costs under the new
FASB standards cannot be reasonably estimated.
Net 1985 pension cost for the two company sponsored pension plans consists of the following:
Normal service cost.......................................................................................................... $ 2,258,000
Interest cost on projected benefit obligation..................................................................
4,540,000
Return on plan assets........................................................................................................ (6,788,000)
Other credits relating to change in pension accounting................................................ (1,615,000)
Net pension credit............................................................................................................. $ (1,605,000)
The reconciliation of the funded status of the plan to the amount reported in the Company’s
balance sheet is as follows:
Actuarial present value of benefit obligations:
Estimated present value of vested benefits............................................................... $(37,842,000)
Estimated present value of non-vested benefits........................................................ (4,836,000)
Accumulated benefit obligation.................................................................................... $(42,678,000)
Value of future pay increases......................................................................................... (11,634,000)
Projected benefit obligation.......................................................................................... $(54,312,000)
Estimated market value of plan assets at January 31, 1986......................................... 76,500,000
Plan assets in excess of projected benefit obligation.................................................... $ 22,188,000
Unrecognized net loss.......................................................................................................
150,000
Unrecognized net asset at February 3, 1985 to be
amortized over 15 years................................................................................................... (22,613,000)
Pension liability on balance sheet.................................................................................... $ (275,000)
CONNECTICUT ENERGY CORPORATION
Notes to Financial Statements
Note 8—Retirement Benefits (including change in accounting for pension cost)
Effective January 1, 1985, the Company adopted provisions of FASB Statement No. 87 “Em
ployer’s Accounting for Pensions.” The effect of the change in accounting for pension cost decreased
1985 pension expense by approximately $1,113 and increased 1985 net income by approximately $418
($.14 per share). The provisions were adopted prospectively, and, accordingly, pension expense and
income for prior years have not been restated. In accordance with FASB Statement No. 87, the
Company has elected not to adopt currently the provision which would recognize a liability when the
accumulated benefit obligation exceeds the fair value of plan assets.
The cost of retirement plans in each of the five years 1985 through 1981 was:
Capitalized
Charged as
As part of
Operating
Utility plant
Expenses
_____ Year____________ Total cost
$ 923
$177
1985
$1,100
381
2,105
1984
2,486
359
1,801
1983
2,160
355
1,839
1982
2,194
285_______
1,640
1981_______________ 1,925
4

Net periodic pension cost for 1985 included the following components:
Service cost—benefits earned during the period
Interest cost on projected benefit obligation
Actual return on plan assets
Amortization of unrecognized obligation existing at
January 1, 1985
Other unrecognized actuarial gains
Unrecognized net gain on asset return
Net periodic pension cost

$ 648
$ 2,084
$ (4,128)
$ 169
$ 155
$ 2,172
$ 1,100

The following table sets forth the plan's funded status at December 31, 1985:
Actuarial present value of benefit obligations:
Vested benefit obligation
Accumulated benefit obligation
Actuarial present value of projected benefit obligation
Plan assets at fair value
Projected benefit obligation in excess of planassets
Unrecognized net obligation existing at January 1,1985
Unrecognized net gains
(Accrued) pension cost

$ 15,471
$ 16,955
$(24,873)
$ 23,454
$(1,419)
$ 2,491
$(2,172)
$(1,100)

The significant majority of plan assets is invested in common stock and equity mutual funds, with
the balance in cash, short-term investments and various other fixed income security funds.
The weighted-average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 9 percent and 7
percent, respectively. The expected long-term rate of return on assets was 10 percent. The average
remaining service lives of plan participants used to compute amortization of the net projected obliga
tion existing as of January 1, 1985, is 16 years.
••••

DAYTON HUDSON CORPORATION
Notes to Financial Statements
Pension Plans
We have three defined benefit pension plans which cover all employees who meet certain
requirements of age, length of service and hours worked per year. The benefits provided are based
upon years of service and the employee’s compensation during the last five years of employment.
Contributions to the pension plans, which are made solely by the Corporation, are determined by
our outside actuarial firm. To compute net pension cost, our actuarial firm estimates the total benefits
which will ultimately be paid to eligible employees and then allocates these costs to their service
periods. Assumptions are made on the years the employees will work, their future salary increases,
the number of employees who will earn the right to receive benefits under the plans, the rate at which
to discount future pension benefits and the rate of return which will be earned on the plans’ present
assets and future contributions.
During 1985, we changed our method of accounting for pension costs to conform with the newly
issued Statement of Financial Accounting Standards No. 87, “Employers’ Accounting for Pensions.”
The change reduces our 1985 net pension cost by $13,385. Restatement of prior years is not permitted
by the Statement.
The Statement requires employers with defined benefit pension plans to calculate pension costs
using the unit credit actuarial method, which we adopted in 1983. Service cost under the unit credit
method is computed by determining the increase in future pension benefits resulting from the current
year’s service and discounting these future cash flows to the present. Therefore, service cost will
increase as employees age. The projected benefit obligation is the actuarial present value of all future
benefit payments for services rendered to date, including an assumption as to future compensation
levels.
5

The Statement also provides more guidance in the selection of the actuarial assumptions indicated
in the following table. Previously, these assumptions were acceptable if, in the aggregate, pension
results were reasonable. Now, each assumption is required to be analyzed individually and reviewed
annually.
The period over which to amortize unrecognized pension costs and credits, including prior service
costs (we have none) and actuarial gains and losses is based on the remaining service period for those
employees expected to receive pension benefits. Actuarial gains and losses result when actual experi
ence differs from that assumed or when actuarial assumptions are changed.
At January 1 , 1985, our pension plans had an unrecognized net asset of $54,948. This transitional
asset is not recorded on our balance sheet, but is being amortized to net pension cost over 6.9 years,
which is the average remaining service period of our employees.
Plan Assets
Less
in Excess
Plus
Reconciliation of Funded
Fair Market Projected of Projected Unrecognized Unrecognized Accrued
Status to Accrued
Benefit Net Actuarial Transitional Pension
Value of
Benefit
Pension Cost
Plan Assets(a) Obligation Obligation
Cost(f)
Gains
Asset
Balance January 1, 1985
$217,160 $(174,786)(b) $42,374
$ $(12,574)
$54,948
Net pension (cost) credit:
Service cost
(8,641)
(8,641)
Interest cost
(16,605)
(16,605)
Assumed return on plan assets
20,630(h)
20,630
Amortization
(7,958)
7,958
Net pension credit
3,342(d)
Net actuarial gains
24,270(g)
518
24,788
Contributions
95(e)
95
Benefit payments
(15,204)
15,238
34
Balance December 31, 1985
$24,788
$46,990
$246,951 $(184,276)(c) $62,675
$ (9,103)
—

(a) Plan assets consist of equity securities, fixed income securities and insurance contracts.
(b) December 31, 1984, amounts are not the same as the January 1, 1985, balances due to the implementation of Statement
No. 87. The December 31, 1984, projected benefit obligation was $217,283 with $185,379 in accumulated benefits of which
$174,148 was vested.
(c) Includes $161,131 of accumulated benefits of which $152,941 is vested.
(d) Net pension cost for 1984 and 1983 was $7,364 and $11,155, respectively, compared with a net pension credit of $3,342 for
1985.
(e) The plans’ 1984 contribution receivable of $95 was paid in 1985. No contributions were made in 1984 and 1983 con
tributions were $7,390. The plans’ 1985 contribution receivable of $4,870 will be paid in 1986.
(f) This liability is included in Deferred Income Taxes and Other in the Statements of Financial Position.
(g) The actual return on plan assets was $44,900.
1984
1985
1983
(h) Actuarial assumptions
7.0%
9.5%
7.5%
Discount rate
7.0%
7.5%
9.5%
Expected long-term rate of return on plan assets
6.9%
6.7%
6.6%
Average assumed rate of compensation increase
20 yrs.
6.9 yrs.
10 yrs.
Average amortization period
FIRST CHICAGO CORPORATION
Notes to Financial Statements
Note 13—Employee Benefit and Incentive Plans
(a) Pension Plans
Substantially all eligible, salaried, domestic employees of the Corporation are covered by noncon
tributory defined benefit pension plans. Employees in foreign offices participate to varying degrees in
local pension plans, which in the aggregate are not significant.
Under the plans, retirement benefits are primarily a function of both the years of service and the
level of compensation during either the last five years of employment or the highest five consecutive
salary years occurring during the last 10 years before retirement.
It is the Corporation’s policy to fund the plans on a current basis to the extent deductible under
6

existing tax regulations. Such contributions are intended to provide not only for benefits attributed to
service to date, but also for those expected to be earned in the future.
The Corporation has adopted the provisions of Statement of Financial Accounting Standards No.
87, “Employers’ Accounting for Pensions,” for the year ended December 31, 1985. This change in
accounting principle had the effect of reducing 1985 employee benefits expense by $12.4 million,
principally as a result of the amortization of the initial excess of plan assets over the projected benefit
obligation over a 17 year period. The resulting net periodic pension cost for 1985 was a credit of $10.9
million. In accordance with the provisions of Statement No. 87, pension expense has not been restated
for prior periods. Pension expense for 1984 was $1.3 million. No pension expense accrual was required
for 1983.
The following table sets forth the plans’ funded status at December 31, 1985 and 1984:
1984
1985
(In Thousands)
Projected benefit obligation:
$(168,581) $(143,289)
Vested benefits
(24,119)
(27,764)
Nonvested benefits
(167,408)
(196,345)
Accumulated benefit obligation
(82,927)
(91,721)
Effect of projected future compensation levels
(250,335)
(288,066)
Projected benefit obligation
447,850
537,951
Plans’ assets at fair value
249,885
197,515
Plans’ assets in excess of projected benefit obligation
Unrecognized net gain due to past experience different from
(54,029)
assumptions made
(209,230)
(196,637)
Unrecognized net asset being recognized over 17 years
$ (781) $ (11,715)
Unfunded accrued pension cost
The plans’ assets consist primarily of listed common stocks and units of certain trust funds
administered by The First National Bank of Chicago. At December 31, 1985, the plans’ assets included
shares of the Corporation’s common stock with a market value of $24.2 million.
Net periodic pension cost for 1985 included the following:
1985
(In Thousands)
$ 15,539
Service costs—benefits earned during period
21,922
Interest cost on projected benefit obligation
(106,452)
Return on plan assets
58,057
Net amortization and deferral
$ (10,934)
Net periodic pension cost (credit)
In determining the projected benefit obligation, the weighted average assumed discount rate
used was 8.1 percent in 1985 and 8.7 percent in 1984, while the rate of increase in future salary levels
ranged from 6.5 to 7.5 percent for both years. The expected long-term rate of return on assets, used in
determining net periodic pension cost was 8 percent.
••••

FOREST OIL CORPORATION
Notes to Financial Statements
(8) Pension Plans:
Effective January 1, 1985, the Company adopted Financial Accounting Standards Board State
ment No. 87, “Employers’ Accounting for Pensions.” The new standard has been adopted prospec
tively and thus the financial statement amounts and related disclosures for years prior to 1985 have
not been restated. The accounting change did not have a significant effect on previous reported 1985
quarterly financial data nor does it significantly affect net earnings for 1985.
The Company has a qualified defined benefit trusteed pension plan covering substantially all of its
employees.
The benefits are based on years of service and the employee’s average compensation during the
highest consecutive 60 month period prior to retirement. The Company’s funding policy has been to
7

contribute annually an amount in excess of the minimum required by Federal regulations. Contrib
utions are intended to provide not only for benefits attributable to past service but also for benefits
expected to be earned in the future.
The following table sets forth the Plan’s funded status and amounts recognized in the Company’s
consolidated financial statements at December 31, 1985 (in thousands):
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested benefits of $10,485
Projected benefit obligation for service rendered to date
Plan assets at fair market value, consisting primarily of listed stocks,
bonds, other fixed income obligations, and insurance contracts
Plan assets in excess of projected benefit obligation
Unrecognized net asset at January 1, 1986 being recognized
over employees’ average remaining service life
Prepaid pension cost included in other assets
Net pension benefit for 1985 included the following components (in thousands):
Service cost (benefits earned during the period)
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferral
Net pension benefit

$(11,380)
$(15,059)
24,568
9,509
(8,481)
$ 1,028
$ (552)
(1,479)
3,388
(329)
$ 1,028

The net pension benefit reduced expense (applicable to operations), and the properties account
(applicable to exploration and development activities). The discount rate and rate of increase in future
compensation levels used in determining the actual present value of the projected benefit obligation
were 10 percent and 6½ percent, respectively. The expected long-term rate of return on assets was
9¼ percent.
Total pension costs for 1984 and 1983 as previously reported under Financial Accounting Stand
ards Board rules were $88,000 and $805,000, respectively. The actuarial present value of accumu
lated plan benefits was calculated as of June 1 of each year using a weighted average assumed rate of
return of 9% and totaled $8,054,000 in 1984 (of which $6,607,000 was vested) and $6,873,000 in 1983 (of
which $5,811,000 was vested). Net assets available for benefits were $17,354,000 in 1984 and
$17,549,000 in 1983.
INTRAWEST FINANCIAL CORPORATION
Notes to Financial Statements
11. Pension Plan and Profit Sharing Savings Plan
The Company and its subsidiaries participate in a noncontributory, defined benefit pension plan
covering all regular full time employees. Benefits under the plan are based on years of service and the
highest average level of compensation for any five consecutive years out of the last ten years of
service. The Company’s funding policy is to contribute annually the maximum tax deductible amount.
Net pension cost for 1985 was computed based on Financial Accounting Standards Board State
ment No. 87. Pension expense for 1984 and 1983 ($799,000 and $897,000, respectively) was computed
based on generally accepted accounting principles in effect for those periods. The following table sets
forth the plan’s funded status and amounts recognized in the Company's balance sheet at December 31,
1985 (In Thousands):
Actuarial present value of benefit obligations:
Accumulated benefit obligations, including vested benefits of $13,245
Projected benefit obligation for service rendered to date
Plan assets at fair value—listed debt and equity securities
Excess of plan assets over projected benefit obligation
Unrecognized net gain
Unrecognized net obligation at January 1, 1986 being recognized
over 15 years
Prepaid pension cost included in other assets
8

$(14,015)
$(18,624)
33,706
15,082
(5,556)
(8,792)
$ 734

Net pension cost for 1985 included the following components (In Thousands):
Service cost—benefits earned during the year
Interest cost at 10% on projected benefit obligation
Actual return on plan assets
Net amortization and deferral
Net periodic pension cost

$

568
1,741
(6,876)
3,833
$ (734)

The rate of increase in future compensation levels used in determining the projected benefit
obligation and the expected long-term rate of return on plan assets are 7 and 9 percent, respectively.
••••

JUSTIN INDUSTRIES, INC.
Notes to Financial Statements
5. Retirement Plans
In 1985, the company changed its method of accounting for pension costs in compliance with
Financial Accounting Standards Board Statement No. 87. The effect of this change was to reduce
pension costs by $1,252,000 and increase net income by $676,000 ($.12 a share).
The following table sets forth the plan’s funded status and amounts recognized in the company’s
balance sheet at December 31, 1985 (in thousands of dollars):
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested benefits of $1,786
Projected benefit obligation for service rendered to date
Plan assets at fair value, primarily listed stocks
Projected plan assets in excess of benefit obligation
Unrecognized net gain from past experience different from that assumed and
effects of changes in assumptions
Prior service cost not yet recognized in net periodic pension cost
Unrecognized net obligation at January 1, 1985, being recognized over 15 years
Accrued pension cost included in other liabilities

$ 14,776
$(20,549)
32,719
12,170
(1,459)
—
(11,079)
$ (368)

Net pension cost (credit) for 1985 included the following components (in thousands of dollars):
Service cost-benefits earned during the period
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferral
Net periodic pension cost (credit)

$ 979
1,743
(6,515)
3,310
$ (483)

The weighted-average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 11% and 6%, respec
tively. The expected long-term rate of return on assets was 9%.
Pension expense for 1984 and 1983 was $555,000 and $394,000, respectively. Contributions to the
plan, limited by federal income tax regulations, for 1985, 1984, and 1983 were $54,000, $20,000, and
$13,000, respectively.
The company also has an Employee Stock Ownership Plan (ESOP). Eligible employees may
contribute up to 5% of their compensation to this plan for the purchase of company stock, of which 50%
of the amount contributed will be matched by the company (25% in 1984 and 1983). The ESOP was
amended in 1985 to adopt the provisions of Internal Revenue Service Regulation 401(k), whereby the
employees’ contributions are on a pre-tax basis. Employees may contribute up to an additional 10% of
their compensation to the ESOP, which amounts are not eligible for tax deferral or company matching
contributions. In addition, the company receives a federal income tax credit of ½ of 1% of eligible
employees’ payroll, which amounts are contributed to the ESOP.
The amount of company contributions made to the ESOP and charged to expense was $425,000,
$89,000, and $76,000 in 1985, 1984, and 1983, respectively.
9

QUANEX CORPORATION
Notes to Financial Statements
10. Pension Plans and Retirement Benefits
In December 1985, the Financial Accounting Standards Board issued Statement No. 87, Em
ployers’ Accounting for Pensions. During the fourth quarter of 1985, the Company changed its method
of accounting for pension costs to conform to the provisions of Statement No. 87. The effect of the
change was to increase net earnings in 1985 by approximately $1,881,000 or $.17 per share. The
Statement does not allow application to prior years.
The Company and its subsidiaries have a number of noncontributory pension plans covering
substantially all employees. Plans covering salaried employees provide pension benefits that are based
on the employee’s compensation during the five years before retirement. The Company’s funding
policy for salaried plans generally is to contribute annually at a rate that is intended to remain a level
percentage of compensation for the covered employees. Plans covering hourly employees generally
provide benefits of stated amounts for each year of service and provide for significant supplemental
benefits for employees who retire with 30 years of service before age 65. The Company’s funding
policy for hourly plans is generally to make the minimum annual contributions required by applicable
regulations.
Net periodic pension cost for 1985 included the following components (in thousands):
Service cost-benefits earned during the period................................................................ $ 2,125
Interest cost on projected benefit obligation....................................................................
5,151
Actual return on assets........................................................................................................ (11,475)
Net amortization and deferral............................................................................................
3,198
Net periodic pension cost.................................................................................................... $ (1,001)
Net amortization and deferral consists of amortization of net asset at transition and deferral and
amortization of subsequent net gains and losses. The assumptions used in the accounting were a
discount rate and an expected long-term rate of return on assets of 10%, and an increase in the level of
compensation of 6%.
The following table sets forth the Plan’s funded status and amount recognized in the Company’s
consolidated balance sheet at October 31, 1985, for its pension plans:

Actuarial present value of benefit obligations:
Vested benefit obligation..................................................................
Accumulated benefit obligation........................................................
Projected benefit obligation.............................................................
Plan assets at fair value.......................................................................
Projected benefit obligation (in excess of) or less than plan assets.
Unrecognized net (gain) or loss..........................................................
Unrecognized net (asset) obligation at November 1, 1984...............
Prepaid pension cost (pension liability) recognized
in the consolidated balance sheet....................................................

Assets Exceed Accumulated
Accumulated
Benefits
Benefits Exceed Assets
(in thousands)
$(28,011)
$ (108)
$(30,140)
$ (318)
$(35,666)
$(5,379)
50,422
152
14,756
(5,227)
(4,067)
(18)
(9,991)
(1,756)
$(7,001)
$ 698

The total pension expense for 1984 and 1983 was $3,132,000 and $4,918,000, respectively. Net assets
available for benefits were greater than the actuarial present value of accumulated plan benefits by
$25,369,000 and $21,370,000 at November 1, 1983 and 1982, respectively.
In addition, the Company has a Supplemental Benefit Plan covering certain key officers of the
Company. Earned vested benefits under the Plan are approximately $195,000 and $197,000 at October
31, 1985 and 1984, respectively. These benefits are intended to be funded with proceeds from policies
purchased by the Company for life insurance on officers.
10

ROWAN COMPANIES, INC.
Notes to Financial Statements
6. Pension Plans
In 1985, in accordance with Financial Accounting Standards Board Statement No. 87, the Com
pany elected to change its method of calculating pension expense. As a result of the change in
accounting principle, pension costs charged to expense were $118,000 and net income was increased by
$1,440,000 ($.03 per share). In 1984 and 1983, the Company’s policy was to fund pension costs accrued.
In 1985 the Company changed the policy to fund the minimum amount required by the Internal
Revenue Code. Contributions are intended to provide not only for benefits attributed to service to
date but also for those expected to be earned in the future.
The following table sets forth the plans’ funded status and the amount recognized in the Com
pany’s consolidated balance sheet at December 31, 1985 (in thousands):
Actuarial present value of benefit obligations:
Accumulated benefit obligation, Vested benefits
Total benefits
Plan assets at fair value
Projected benefit obligation for service rendered to date
Plan assets in excess of projected benefit obligation
Unrecognized net gain
Unrecognized net benefits at January 1, 1985 being recognized over 15 years
Unpaid pension cost included in other liabilities

$ 17,648
$ 26,565
$ 57,299
34,040
23,259
(6,418)
(16,959)
$ (118)

Plan assets consist primarily of equity securities, U.S. Treasury Bonds and Notes. Included in
the equity securities are 750,000 shares of the Company’s common stock.
Net pension cost for 1985 included the following components (in thousands):
Service cost-benefits earned during the period
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferral
Net periodic pension cost

$ 1,875
3,574
(10,538)
5,207
$ 118

The weighted-average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 12 percent and 7.8
percent, respectively. The expected long-term rate of return on assets is 8.5 percent.
In 1985, various assumptions were also changed, including mortality tables, earnings progression
rates and retirement rates. The result of these changes was to increase net income by $427,000.
Pension costs charged to expense were $2,899,000 and $3,102,000 for 1984 and 1983 respectively,
which included amortization of past service cost over a forty-year period.
A comparison of accumulated plan benefits and plan net assets for the pension plans is presented
below (in thousands):

Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Total
Net assets available for benefits

1984

January 1

$26,286
4,547
$30,833
$45,003

1983

$23,053
4,860
$27,913
$36,805
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WASHINGTON NATIONAL CORPORATION
Notes to Financial Statements
Note J—Employee Benefits
WNC and its subsidiaries have several defined benefit retirement plans covering substantially all
employees who have met the prescribed requirements for participation. Benefits are based principally
on the employee’s years of service and compensation during the last five years of employment.
Generally, the funding policies are to contribute annually amounts which are deductible for federal
income tax purposes. Contributions are intended to provide for benefits attributed to service to date
and for benefits expected to be earned in the future.
In 1985, WNC adopted Statement of Financial Accounting Standards No. 87 which was issued in
1985 relating to pension accounting. Pension expense was $1,105,000, $2,808,000, and $1,735,000 in
1985, 1984, and 1983, respectively. The change in accounting reduced 1985 pension expense by
$2,097,000, which is $1,325,000 on an after-tax basis, or $.12 per share.
Statement No. 87 provides for the computation of a transition gain as of January 1, 1985 which is
the amount by which the plans’ net assets exceeded the actuarial present value of projected benefit
obligations. The transition gain is being amortized by credits to income over a fourteen-year period.
The unamortized transition gain amounted to $16,986,000 at December 31, 1985. Also, beginning in
1985, the excess of investment and actuarial gains and losses realized over those assumed are deferred
and, when the cumulative deferred amounts exceed certain limits, will be amortized at a rate consis
tent with a fourteen-year amortization period.
The plans’ funded status and amounts reflected in WNC’s consolidated financial position at De
cember 31, 1985 are as follows (000’s omitted):
Plan assets at fair value...................................................................................................... $73,851
Pension cost liability in consolidated balance sheet...................................................................2,696
__________________________________________________________________________ $76,547
Actuarial present value of projected benefit obligations for service
provided to date (assumes future salary increases)..................................................... $47,657
Unamortized portion of gains not recognized in consolidated
financial statements:
From plans’ investment experience in 1985 different from that assumed............. 11,904
Transition gain.............................................................................................................. 16,986
__________________________________________________________________________ $76,547
Actuarial present value of accumulated benefit obligations (assumes no
future salary increases):
Vested ........................................................................................................................... $29,790
Nonvested .................................................................................................................... $ 4,630
__________________________________________________________________________ $34,420
Assets of the plans are invested principally in bonds, stocks, a stock index fund, and money
market funds. Assets of the WNIC retirement plan include common and preferred stock of WNC of
$11,734,000.
Net pension cost for 1985 was determined as follows (000’s omitted):
Service cost for benefits earned......................................................................................... $ 1,763
Interest cost on projected benefit obligation....................................................................
3,913
Actual 1985 return on plan assets ($15,169), less amount deferred.............................. (3,265)
Amortization of unrecognized gains.................................................................................... (1,306)
____________________________________ $ 1,105
In determining the actuarial present value of the projected benefit obligation as of December 31,
1985, the discount rate used was 10% and the rate of increase in compensation levels used was 6.5%.
The expected rate of return on plan assets for 1985 was 8%.
In 1985, WNIC offered an early retirement incentive program principally providing enhanced
retirement benefits to employees that met certain age and service criteria. The effect of the program
on operations was a credit of $540,000. The computation of the credit reflects the recognition of the
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portion of the aforementioned transition gain which was attributable to the retired employees at the
time of settlement.
WNC, WNIC, and ANLIC also have supplemental retirement plans under which benefits are
paid equal to any amount by which benefits are reduced for any participant in the retirement plans due
to provisions of the Internal Revenue Code.
••••

COLORADO NATIONAL BANKSHARES
Notes to Financial Statements
Note L—Pension and Employee Savings Incentive Plans
The Company sponsors a trusteed, noncontributory defined benefit pension plan covering sub
stantially all employees fulfilling minimum age and service requirements. Benefits are based on years
of service and the employee’s highest five consecutive years’ compensation during the last ten years of
employment.
The Company adopted as of January 1, 1985 the provisions of Statement of Financial Accounting
Standards No. 87, “Employers’ Accounting for Pensions” (FASB 87). Accordingly, the actuarial cost
method used in determining the actuarial present value of benefit obligations was changed in 1985
from the entry age normal method to the projected unit credit method. The net pension credit for 1985
includes the amortization to income of the unrecognized net asset calculated at January 1, 1985. The
effect of adopting this new accounting standard was a decrease of $1,086,000 in pension costs in 1985.
Prior quarters of 1985 have been restated to include a pro rata portion of this decrease in each quarter
of the year.
The following table sets forth the Plan’s funded status and amounts recognized in the consolidated
statement of condition at December 31, 1985 (in thousands):
Actuarial present value of accumulated plan benefits, including
vested benefits of $13,881
Plan assets at fair value, primarily pooled pension and profit sharing funds,
listed stocks (including Colorado National Bankshares, Inc. Common Stock valued
at $412), U.S. government securities and corporate notes
Projected benefit obligation for service rendered to date
Plan assets in excess of projected benefit obligation
Prior service cost not yet recognized in net periodic pension cost
Less unrecognized net gain from past experience different from that assumed
Less unrecognized net asset (transition amount) being recognized over
approximately 7 years
Prepaid pension cost included in other assets

$15,436
$29,753
17,855
11,898
—
(3,703)
(7,109)
$ 1,086

The actuarial present value of accumulated plan benefits at December 31, 1984 was $13,919,000,
including vested benefits of $12,516,000. Plan assets available for benefits at December 31, 1984 were
valued at $24,364,000.
The net pension credit for the year ended December 31, 1985 includes the following components
(in thousands):
Service cost—benefits earned during the period
Interest cost on projected benefit obligation
Less actual return on plan assets
Net amortization and deferral
Net pension credit

$ 896
1,449
(5,902)
2,471
$(1,086)

Net pension expense was $43,000 in 1984 and $999,000 in 1983.
The weighted average discount rate and rate of increase in future compensation used in determin
ing the actuarial present value of the projected benefit obligation in 1985 are 9% and 5¼%, respec
tively. The expected long-term rate of return is 9% in 1985 and 1984 and 7% in 1983.
The Company also sponsors a defined contribution plan (the Employee Savings Incentive Plan)
which covers substantially all salaried employees with one year of continuous employment. Employee
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participation in the Plan is optional. Company contributions are made quarterly and are based upon
participant contributions and the Company’s return on equity. The net expense was $726,000 in 1985,
$1,136,000 in 1984, and $643,000 in 1983.
WASTE MANAGEMENT, INC.
Notes to Financial Statements
••••

Note 7. Commitments
Effective January 1, 1985, the Company adopted the expense recognition and disclosure require
ments of Financial Accounting Standards Board Statement No. 87—Employers’ Accounting for Pen
sions. The effect of adopting Statement No. 87 was not material to the 1985 results of operations,
including on a quarterly basis.
The Company has a defined benefit pension plan for all non-union domestic employees. The
benefits are based on the employee’s years of service and compensation during the last five years of
employment. The Company’s funding policy is to contribute annually the minimum amount that can be
contributed for federal income tax purposes. Pension expense accrued for this and other subsidiaries’
plans was $2,527,000 for 1983 and $4,571,000 for 1984. The corresponding amount for 1985 was a credit
of $1,245,000.
Net periodic pension credit for 1985, based on a 12% discount rate, included the following compo
nents:
Service cost—benefits earned during the year................................................................. $ 2,378
Interest cost on projected benefit obligation....................................................................
1,640
Actual return on plan assets.............................................................................................. (6,917)
Net amortization and deferral............................................................................................. 1,654
Net periodic pension credit................................................................................................. $(1,245)
Assumptions used in accounting for the pension plans are as follows:
January 1, 1985
12.0%
Discount rates
Rate of increase in compensation levels
15.5%
12.0%
Expected long-term rate of return on assets

December 31, 1985
11.0%
15.5%
12.0%

The following table sets forth the plan’s funded status and the amount recognized in the Com
pany’s balance sheets at January 1 and December 31, 1985 for its pension plans:
January 1, 1985
December 31, 1985
Actuarial present value of benefit obligations:
Accumulated benefit obligations including
vested benefits of $5,034 and $7,809
at January 1 and December 31, 1985,
$(12,091)
respectively...............................................................
$( 7,794)
$(21,200)
$(13,665)
Projected benefit obligation......................................
Plan assets at fair value, primarily
41,700
35,115
common stocks, bonds and real estate....................
Plan assets in excess of projected
$ 20,500
$ 21,450
benefit obligation........................................................
765
Unrecognized net loss....................................................
—
Unrecognized overfunding at date of adoption
(January 1, 1985) of Financial Accounting
Standards Board Statement No. 87 and at
December 31, 1985, net of amortization
(20,020)
(21,450)
being recognized over 15 years.................................
$ 1,245
Prepaid pension cost included in prepaid expense.....
$ 14

FIRST CITY BANCORPORATION OF TEXAS, INC.
Notes to Financial Statements
15. Employee Benefits
First City has defined benefit pension plans covering substantially all full-time employees. The
benefits are based on years of service and the employee’s highest average monthly compensation for
60 consecutive months during the last 120 months of service. Because First City adopted a new
accounting standard for pensions in 1985 (see Note 18), there was a pension credit of $1.9 million for
the year. Pension expense would have been approximately $2 million if this change had not been made.
Pension expense was $2.3 million for 1984 and $5.9 million for 1983. Pension expense was less in 1984
than in 1983 because of an increase in assumed investment rate of return and other changes in
actuarial method and assumptions during 1984. First City makes annual contributions to the plans
that comply with the minimum funding provisions of the Employee Retirement Income Security Act.
The following table sets forth the plans’ funded status as of December 31, 1985:
(dollars in thousands)
December 31, 1985
Actuarial present value of benefit obligations:
Accumulated benefit obligations, including vested benefits of $36,992.............
$ 42,716
Projected benefit obligations for service rendered to date.................................
$ 55,731
Plan assets at fair value, primarily listed stocks and bonds..................................
89,976
Plan assets in excess of projected benefit obligations............................................
34,245
Unrecognized 1985 net loss due to experience different from that assumed........
1,786
Unrecognized net asset at January 1, 1985 being recognized over 15 years........
(36,299)
Accrued pension asset (liability)............................................................................
$ (268)
The pension credit for 1985 included the following components:
(dollars in thousands)________________________________________________________1985
Service cost—benefits earned during the period.....................................................
$ 2,486
Interest cost on projected benefit obligations..........................................................
5,191
Actual return on plan assets......................................................................................
(12,569)
Net amortization and deferral....................................................................................
2,953
Net pension credit....................................................................................................
$ (1,939)
\

The weighted average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligations were 10½% and 7%,
respectively. The expected long-term rate of return on assets was 9%.
The actuarial present value of accumulated benefits as of January 1 , 1984 was $41.7 million ($34.7
million vested and $7.0 million non-vested), based on a discount rate of 9% and an assumed rate of
increase in future compensation levels of 7%. The net assets available for plan benefits at January 1,
1984 were $76.1 million, and the expected long-term rate of return on assets was 9%.
••••

STONE CONTAINER CORPORATION
Notes to Financial Statements
Pension Plans:
The Company and its subsidiaries have noncontributory pension plans for the benefit of all
salaried and certain hourly employees. The funding policy for the plans is to annually contribute the
statutory required minimum. The salaried pension plan provides benefits based on a formula of each
participant’s final average pay. The hourly pension plan provides benefits under a flat benefit formula.
The salaried and hourly plans provide reduced benefits for early retirement. The salaried plan takes
into account offsets for Social Security benefits.
The Company adopted FAS 87 retroactive to January 1, 1985, the effect of which was to increase
after-tax income by $406,000, or $.03 per common share, principally due to the recognition of benefits
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from the overfunded position of the pension plans. Net pension income for the salaried plan in 1985
was $335,000. Since amortization of significant actuarial gains resulting from the overfunding of this
plan offset normal cost in 1984 and 1983, there was no charge to expense for those years for the
Company’s salaried plan. Pension expense for the hourly plan for 1985, 1984 and 1983 was $357,000,
$1,444,000 and $250,000, respectively.
Net pension cost for 1985 included the following components:
Year ended
(dollars in thousands)____________________________________ December 31, 1985
Service cost—benefits earned during the period........... ..............................................
Interest cost on projected benefit obligations...............................................................
Actual return on plan assets............................................................................................
Net amortization and deferral..........................................................................................
Net pension cost................................................................................................................

Combined
pension
plans
$ 1,845
2,038
(5,747)
1,886
$ 22

The funded status is reconciled to accrued expense as follows:
Combined
pension
(dollars in thousands)____________________________________ December 31, 1985
plans
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested benefits of $16,940.................... $(19,310)
Effect of increase in compensation levels...................................................................
(5,634)
Projected benefit obligation for service rendered through
December 31, 1985.....................................................................................................
(24,944)
Plan assets at fair value, primarily listed stocks and U.S. bonds...........................
32,323
Plan assets in excess of projected benefit obligation.................................................
7,379
Unrecognized net gain from past experience different from that
assumed and effects of changes in assumptions.....................................................
(1,177)
Unrecognized net asset at December 31, 1985 being recognized over
six and seven years for the salaried and hourly plans, respectively...................
(6,224)
Accrued expense........................................................................................................... $ (22)
The weighted-average discount rate and the rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligations were 10 percent and 6
percent, respectively. The expected long-term rate of return on assets was 10 percent.
The Company participates in various multiemployer union administered defined benefit pension
plans that cover principally production workers. Pension expense under these plans was $2,427,000,
$2,105,000 and $1,307,000 in 1985, 1984 and 1983, respectively.
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III
APPLICATION OF FASB STATEMENT NO. 87
TO DOMESTIC BUT NOT FOREIGN OPERATIONS

Some companies in NAARS that have applied FASB Statement No. 87 have applied it to the
domestic but not to the foreign operations of the consolidated entity. Six examples of such
companies are presented below.
BIG THREE INDUSTRIES, INC.
Notes to Financial Statements
Note H. Pensions
The Company and its wholly-owned domestic subsidiaries have a number of noncontributory
defined benefit pension plans covering substantially all U.S. employees. The plan benefits are based
on years of service and the employee’s compensation during the last five years of employment.
Contributions by the Company are made in amounts sufficient to fund the Plan’s annual normal cost on
a current basis and to fund the initial past service costs plus interest thereon in level annual amounts
over a period not to exceed 40 years. The Company has elected to apply the provisions of Statement of
Financial Accounting Standards No. 87, “Employers’ Accounting for Pensions,” as of January 1, 1985.
The effect of this change in accounting principle was to increase 1985 net earnings by $1,344,000.
Pursuant to Statement No. 87, pension amounts for 1984 and 1983 have not been restated.
The Company also has employees in various foreign countries that are covered by postemploy
ment benefit arrangements, some of which are considered to be defined benefit plans for accounting
purposes. Information concerning the actuarial present value of the pension obligations and funded
status of these plans is not available. The cost of foreign plans charged to income is excluded from the
summary described in the next paragraph. Commencing in 1989, the Company will be required to
adopt certain accounting changes with respect to these plans pursuant to Statement No. 87.
A summary of the components of net periodic pension cost for the Company’s domestic defined
benefit plans for 1985 follows:
Service cost-benefits earned during the period
Interest cost on projected benefit obligation...
Return on plan assets.........................................
Net amortization and deferral...........................
Net periodic pension expense of domestic defined benefit plans

1985
(Thousands of dollars)
$ 914
2,220

(2,130)
(660)
$ 344
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No comparable analysis of the 1984 and 1983 net pension expense of $3,842,000 and $4,125,000,
respectively, can be made due to differences in actuarial methods and assumptions. The assumed rate
of return used in determining the actuarial present value of accumulated plan benefits was 7½% for
1984 and 1983.
Assumptions used in the accounting for the domestic defined benefit plans as of December 31,
1985, were:
Discount rate............................................................................. 12.0%
Rate of increase in compensation levels................................. 7.6%
Expected long-term rate of return on assets........................ 7.5%
The following table sets forth the funded status and amounts recognized in the Company’s con
solidated balance sheet as of December 31, 1985 and 1984, for its domestic defined benefit plans:
_______________________________________________________________ 1985_________1984
(Thousands of dollars)
Actuarial present value of accumulated benefit obligation,
including vested benefits of $15,536,000 in 1985................................. $(18,012)_____$(15,827)
Actuarial present value of projected benefit obligation for
service rendered to date........................................................................ $(21,049)
$(18,497)
Plan assets at fair value............................................................................. 32,772_______28,392
Plan assets in excess of projected benefit obligation.............................
11,723
9,895
Unrecognized net asset at year-end.........................................................
(9,235)_______(9,895)
Prepaid pension cost included in other assets......................................... $ 2,488_____ $ —
Plan assets include 100,000 shares of the Company’s stock valued at approximately $2.5 million at
December 31, 1985, corporate debt securities, debt securities issued by the United States Govern
ment or agencies thereof, units of participation in various investment funds managed by an insurance
company, units of participation in various investment funds managed by a large commercial bank and
cash invested in a bank money market fund.
COMPUTER SCIENCES CORPORATION
Notes to Financial Statements
Note 5—Retirement Plans
The Company and its subsidiaries have several retirement plans. The parent company plan is a
contributory, defined benefit pension plan. The plan of Associated Credit Services, a principal subsid
iary, is a non-contributory, defined benefit pension plan. Substantially all domestic employees are
eligible to participate in either one or the other of the plans. The benefits for these two plans are based
on years of service and the employee’s compensation over the entire period of service with the
Company. The funding policy for these plans is to make the annual contribution required by applicable
regulations, which are intended to provide only for benefits attributed to service-to-date. Non-United
States employees are generally enrolled in pension plans mandated by the country of domicile. In
addition to the benefits of the above plans, there is a supplemental non-qualified defined benefit
retirement plan for designated officers and key executives of the Company. The benefits from this
plan are based on years of service and the participant’s compensation during the final period of
employment.
Net periodic pension cost for fiscal year 1986 included the following components (in thousands):
Service cost—benefits earned during the period................................................................. $ 1,294
Interest cost on projected benefit obligation....................................................................... 1,743
Actual return on assets.......................................................................................................... (6,249)
Net amortization and deferral:
Amortization of unrecognized net assets existing at March 30, 1985.....
(821)
Asset gain deferred...................................................................................... 3,824
3,003
Net periodic pension credit.................................................................................................... $ (209)
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The following table sets forth the plans’ funded status and amounts recognized in the Company’s
consolidated balance sheet at March 28, 1986 for its U.S. pension plans (in thousands):
Assets Exceed Accumulated
Accumulated
Benefit
Benefit
Obligations
Obligations Exceed Assets
Actuarial present value of benefit obligations:
Vested benefit obligation.................................................................. $(18,520)
$ —
Accumulated benefit obligation........................................................ $(19,460)
$(1,358)
Projected benefit obligation............................................................. ($23,863)
$(2,630)
Plan assets at fair market value.........................................................
33,858
—
Projected benefit obligation (in excess of) or less than
plan assets..........................................................................................
9,995
(2,630)
Unrecognized net (gain) or loss..........................................................
(1,407)
—
Unrecognized net (asset) being amortized over 11.6and 15-year periods and net obligation being amortized
over 15 years from March 30, 1985.................................................. (10,077)
2,293
Accrued pension liability...................................................................... $ (1,489)
$ (337)
Assumptions used in the accounting were:
______Fiscal Year Ended
March 28,
March 30,
1986
1985
Discount or settlement rate.................................................................
8½%
9%
Rate of increase in compensation levels............................................
5%
6%
Expected long-term rate of return on assets.....................................
9%
9%
Plan assets include mutual funds, short-term investment funds and a fixed investment fund
guaranteed by an insurance carrier.
The Company adopted the income statement and disclosure provisions of Statement of Financial
Accounting Standards No. 87 effective as of March 30, 1985. Implementing the new Standard resulted
in a credit to the net periodic pension cost of $209,000 for the year ended March 28, 1986. Under the
previous Accounting Principles Board Opinion No. 8 method of calculation, the pension cost would
have been $485,000.
The Company’s non-United States defined benefit pension plans are not required by the Em
ployee Retirement Income Security Act of 1974 to report to United States governmental agencies, nor
are actuarial calculations required by the current requirements of Financial Accounting Standards
Statement No. 87. The Company believes that these plans are adequately funded in accordance with
local actuarial principles.
The Company also sponsors a defined contribution pension plan covering all union members at one
location and a defined contribution stock purchase plan under which substantially all domestic employ
ees are eligible to participate, except those employees covered by a collective bargaining unit. Under
the above plans, the Company is committed to contribute an amount equal to 50% of the amount
contributed by the employee. Contributions by the Company for fiscal year 1986 were $2,339,000.
••••

EMERY AIR FREIGHT CORPORATION
Notes to Financial Statements
Note 8—Pension Plans:
The company and its subsidiaries have trusteed non-contributory pension plans for all full and
permanent part-time U.S. employees not covered by union plans. The benefits are based on years of
service and the employee’s compensation. The company’s funding policy is to contribute amounts
sufficient to provide benefits earned to date and expected to be earned in the future.
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In 1985, the company adopted the provisions of FASB Statement No. 87, for U.S. pension plans,
which decreased pension costs by approximately $1.1 million.
Net periodic pension cost for U.S. pension plans for 1985 included the following components:
Service cost-benefits earned during the period
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferral
Net periodic pension cost (credit)

(in thousands)
$ 2,658
2,502
(14,702)
8,749
$ (793)

The weighted average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 8.5% and 6%, respec
tively. The weighted average long-term rate of return on assets was 8.5%.
The following table indicates the plan’s funded status and amounts recognized in the company’s
Consolidated Balance Sheet at December 31, 1985:
(in thousands)
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested
benefits of $17,767
$(20,776)
Projected benefit obligation
$(34,055)
Plan assets at fair value, primarily listed stocks and corporate and
governmental obligations
67,120
Plan assets in excess of projected benefit obligation
33,065
Unrecognized net gain from return on plan assets during 1985 in
excess of that anticipated by actuarial assumptions
(10,292)
Prior service cost not yet recognized in net periodic pension cost
—
Unrecognized net asset at December 31, 1985
(19,308)
Prepaid pension cost included in other non-current assets
$ 3,465
U.S. pension plans cost for 1984 and 1983 was $1.2 million and $4.3 million, respectively. In 1984,
the company changed several of its actuarial methods and assumptions which decreased 1984 pension
expense by $2.6 million.
The company participates in collectively-bargained multiemployer pension plans which provide
defined benefits to all covered unionized workers and has adopted the disclosure provisions of FASB
Statement No. 87 regarding such plans. Amounts charged to pension cost and contributed to the plans
in 1985, 1984 and 1983 were $4.0 million, $3.8 million and $3.4 million, respectively.
••••

LAFARGE CORPORATION
Notes to Financial Statements
Retirement Plans
The Company’s subsidiaries have several retirement plans, including both defined benefit and
defined contribution plans, covering substantially all employees. Annual pension costs for the Com
pany’s defined benefit plans are actuarially determined, and where appropriate, include the amortiza
tion of unfunded past service costs over periods not exceeding 20 years.
Benefits paid under the defined benefit plans are based generally either on years of service and
the employee’s compensation over the last few years of employment or years of service multiplied by a
contractual amount. In the past, the Company’s policy has been to generally fund accrued pension
costs. However, due to the adoption of the new pension accounting standards this will not necessarily
be true in the future.
The total cost of all retirement plans for 1985, 1984 and 1983 is summarized in the following table
by country (in millions):
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1985
1984
1983
Years Ended December 31
United States
$ .9
$5.1
$6.0
Canada___________________________________________ 4.1____________4.6________ 3.9
Total_________________________________________________ $5.0_______ $9. 7_______ $9.9
The significant reduction in U.S. pension costs in 1985, compared with prior years, reflects a
change in actuarial assumptions (primarily an increase in the assumed earnings rate of pension plan
assets) and the previously noted adoption of the new pension accounting rules of Statement of Finan
cial Accounting Standards No. 87 for the U.S. plans, effective January 1, 1985. Prior year U.S.
information and all the data presented for the Company’s Canadian pension plans reflect the previous
pension accounting methods.
The following table summarizes the funded status of the U.S. plans and provides a reconciliation
to the net deferred U.S. pension liability recorded on the Company’s Balance Sheet at December 31,
1985 (in millions). The discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected pension obligations were estimated to be 9.0
percent and 7.5 percent, respectively. The expected long-term rate of investment return on pension
assets is estimated to be 9.0 percent.
Actuarial present value of current accumulated pension obligations,
including vested benefits of $58.3_____________________________________________ $(64.1)
Actuarial present value of accumulated pension obligations, adjusted
for assumptions regarding future compensation levels
$(74.2)
Pension assets at market value, primarily listed stocks and publicly
traded fixed income securities__________________________________________________99.6
Excess of pension assets over projected pension obligations
25.4
Unrecognized net gain from favorable pension investment
performance during 1985
(12.7)
Unrecognized excess of pension assets over the related pension
obligations at transition to Statement No. 87 that is being
amortized over the average remaining service period of the
employee workforce (approximately ten years)_____________
(13.6)
Deferred pension liability______________________________________________________ $ (.9)
Net U.S. retirement cost for 1985 included the following components (in millions). This table is a
new disclosure required by Statement No. 87 and no comparable information for 1984 and 1983 is
available.
Defined benefit plan costs
Pension costs for benefits earned during the current year
$ 1.9
Annual interest cost on projected pension obligations
6.5
Actual investment earnings on pension assets during 1985
(19.9)
Deferral of excess of actual pension investment earnings during
1985 over the assumed return
12.7
Annual amortization of the excess of pension assets over the related
pension obligations at transition to Statement No. 87_____________________________(1.5)
Subtotal
(.3)
Defined contribution plan costs___________________________________________________ 1.2
Net U.S. retirement cost for 1985_______________________________________________$ .9
Under the previous pension accounting standards, the Company’s 1984 disclosure for its U.S.
pension plans reflected a market value of pension plan assets of $81.7 million and accumulated pension
obligations of $66.2 million ($58.9 million vested and $7.3 million non-vested). The accumulated pen
sion obligations were estimated by consulting actuaries as of the end of 1984, utilizing a 9.0 percent
average discount rate.
As of the latest actuarial valuation date (principally 1983), the Company’s Canadian pension plans
had vested accumulated pension obligations of Cdn. $92.3 million and non-vested accumulated pension
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obligations of Cdn. $11.4 million, utilizing a 9.0 percent average discount rate. The market value of the
Canadian pension assets, as of the same date, totaled Cdn. $147.0 million.
MONARCH MACHINE TOOL COMPANY
Notes to Financial Statements
Pensions
In 1985, the Company adopted Statement on Financial Accounting Standards No. 87, “Employer’s
Accounting for Pensions,” for pension plans covering domestic employees. Those plans covering sal
aried employees provide pension benefits that are based on years of service and compensation before
retirement. Plans covering union members generally provide benefits of stated amounts for each year
of service. The Company’s funding policy is to contribute annually the maximum amount that can be
deducted for federal income tax purposes.
One foreign subsidiary also has a pension plan for its employees, where vested benefits approxi
mate plan assets. The non-U.S. plan and the domestic pension plans prior to 1985 were accounted for
in accordance with Accounting Principles Board Opinion No. 8. Pension costs of $379,000 in 1984 and
$394,000 in 1983 were charged to operations.
Net periodic pension cost (income) for 1985 included the following components:
$ 296,000
Service cost-benefits earned during the period
982,000
Interest cost on projected benefit obligation
(2,699,000)
Actual return on assets
1,067,000
Net amortization and deferral
(354,000)
58,000
Pension expense for the non-U.S. plan
$ (296,000)
The U.S. pension plans’ funded status and accounting assumptions at December 31, 1985 are:
Actuarial present value of benefit obligations:
Vested
Accumulated
Projected
Assets in the plans at fair value
Plan assets in excess of projected benefit obligation
Unrecognized net gain
Unrecognized net asset at January 1, 1985
Prepaid pension cost included in other assets
Assumptions:
Discount rates
8.5%
Compensation increases
6.0%
Rate of return on assets
8.5%

$ (9,412,000)
(9,735,000)
$(12,028,000)
17,987,000
5,959,000
(1,451,000)
(4,305,000)
$ 203,000

Assets in the plans consist primarily of listed stocks, including common stock of the Company of
$2,457,000, and U.S. bonds.
SEA-LAND CORPORATION
Notes to Financial Statements
Note 6. Pension Plans
Retirement benefits for substantially all of the Company’s regular full-time employees, including
certain employees in foreign countries, are provided through a Company administered plan and
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multiemployer plans administered under collective bargaining agreements. The benefits to be paid to
employees under the Company administered domestic plan are based on years of credited service and
average final earnings. Pension costs are funded as actuarially determined and to the extent cash
contributions are deductible for tax purposes. Since the Company’s pension plan is fully funded for tax
purposes, cash contributions are not currently deductible in the Company’s Federal income tax re
turn.
Under collective bargaining agreements, the Company participates in approximately 30 unionsponsored multiemployer pension plans. Payments to these plans are made as part of aggregate
assessments generally based on man-hours worked, tonnage moved or a combination thereof. The
administrators of the multiemployer plans generally allocate funds received from participating com
panies to various health and welfare benefit plans and pension plans. Current information regarding
such allocations has not yet been provided by the administrators.
The Company’s foreign pension arrangements have been established in accordance with local
laws. These plans are not required to report to certain U.S. government agencies pursuant to ERISA
in the same manner as the domestic plan and do not otherwise determine the actuarial value of
accumulated benefits in the same manner as those calculated for the domestic plan.
For the domestic pension plan, the Company adopted Statement of Financial Accounting Stand
ards No. 87, “Employers’ Accounting for Pensions,” in the fourth quarter of 1985. This change
reduced pension expense by $4.2 million and increased net earnings by $2.3 million or 10 cents per
share. Statement No. 87 requires a standardized method for accounting and reporting pension plan
obligations and pension costs. The Statement requires the use of the projected unit credit method as
the actuarial cost method to compute pension expense, a method which the Company had adopted
earlier in 1985. Previously, the Company used the frozen initial liability method. On December 31,
1984, the date of initial application of Statement No. 87, the pension plan had excess net assets of $40.6
million when compared with the projected benefit obligation. This excess net asset is not recorded on
the Company’s balance sheet, but is being amortized to net periodic pension cost over approximately
14 years. The projected benefit obligation is the actuarial present value of all benefits for services
rendered to date based upon the plan’s benefit formula, including an assumption as to future compen
sation levels.
A reconciliation between the plan’s funded status and the pension liability as recorded in the
Company’s balance sheet is presented below.
(dollars in thousands)
Plan assets at fair value
Plan’s projected benefit obligation
Plan assets in excess of projected benefit obligation
Deferred net gain on plan assets
Unamortized and unrecognized net assets at December 31
Pension liability as recorded in the Company’s balance sheet

1985
$ 105,616
(59,696)
45,920
(15,096)
(37,671)
$ (6,847)

1984
$ 83,221
(50,551)
32,670
(40,594)
$ (7,924)

The weighted-average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 10% and 8%, respec
tively. The expected long-term rate of return on plan assets was 10%. The plan’s assets consist of
corporate equity securities, bonds and government notes.
The actuarial present value of the accumulated benefit obligation, as estimated by a consulting
actuary, using an interest rate of 10% for 1985 and 8½% for 1984 is presented below. The actuarial
present value of the accumulated benefit obligation is based on the assumption that there is no
increase in the future compensation of plan participants.
(dollars in thousands)
Actuarial present value of accumulated benefit obligation:
Vested
Not yet vested
Accumulated benefit obligation

1985

1984

$32,500
6,400
$38,900

$ 30,400
8,800
$ 39,200
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For 1985, the Company recorded pension expense comprising the following:
(dollars in thousands)
Domestic plan:
Service cost
Voluntary retirement program
Interest on projected benefit obligation
Return on beginning of year plan assets
Amortization of unrecognized net assets at December 31, 1984
Foreign plans
Pension expense

$ 3,382
1,780
5,055
(8,322)
(2,923)
(1,028)
2,965
$ 1,937

Pension expense, including foreign plans, was $7.2 million for 1984 and $7.3 million for 1983.
In 1985, a special voluntary retirement program was offered for a specified period of time to
participants in the Company’s domestic pension plan who had attained age 55 with 10 years of eligible
service.
••••
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IV
APPLICATION OF BOTH FASB STATEMENT NO. 87
AND FASB STATEMENT NO. 88

FASB Statement No. 88 distinguishes between a settlement and a curtailment of a defined
benefit pension plan. Paragraphs 9 through 11 of the Statement prescribe accounting for a settle
ment and paragraphs 12 through 14 prescribe accounting for a curtailment.
Some companies in NAARS that have applied FASB Statement No. 87 for a recent year have
also applied FASB Statement No. 88 to account for a settlement or curtailment that occurred in
that year. Eight examples of such companies are presented below.
INTERNATIONAL BANKNOTE COMPANY
Notes to Financial Statements
Note I—Pensions
The Company and its domestic subsidiaries presently have trusteed, non-contributory defined
benefit pension plans which cover substantially all employees, except those included under separate
union plans. Benefits are based on years of service and average final compensation. The funding policy
is normally to pay at least the minimum amounts required by the Employee Retirement Income
Security Act of 1974.
In the fourth quarter of 1985, the Company agreed in principle to the terms of a new pension plan
to replace the pension plan terminated at a domestic subsidiary in the beginning of the year and,
concurrently adopted, retroactive to January 1, 1985, Financial Accounting Standards Board State
ment No. 87, “Employers’ Accounting for Pensions” and Statement No. 88, “Employers’ Accounting
for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination Benefits” (the
“Statements”) for its domestic pension plans. Accordingly, the actuarial cost method used in determin
ing the actuarial present value of benefit obligations was changed in 1985 from the unit credit and
entry age normal methods to the projected unit credit method. In addition, gain or loss on pension plan
settlements is recorded as ordinary income. The Statements are not applicable to prior years.
As a result of adopting the Statements, the Company recorded a pension plan settlement gain of
$7.5 million in the second quarter of 1985 and a net pension credit in 1985 for its domestic pension plans
of $.4 million (a pro rata portion has been allocated to each quarter in the restatement below). Prior to
the issuance of the Statements, the Company had recorded a pension plan pre-tax settlement gain of
$5.6 million and $3.8 million as extraordinary income in the first and second quarters of 1985, respec
tively, and had recorded pension expense for its domestic pension plans of $.1 million, $.3 million and
$.4 million in the first, second and third quarters of 1985, respectively. Accordingly, the effect of
adopting the Statements on previously reported 1985 unaudited quarterly data is as follows (in
thousands, except per share data):
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As Previously Reported
Income (loss) from operations
before extraordinary items...............................
Extraordinary items............................................
Net income (loss)...................................................
Net income (loss) per share.................................
As Restated
Income (loss) from operations
before extraordinary items...............................
Extraordinary item s............................................
Net income (loss)...................................................
Net income (loss) per share.................................

First
Quarter

Second
Quarter

Third
Quarter

$(1,605)
4,420
$ 2,815
$ .17

$ 468
2,676
$3,144
$ .18

$ (918)
(491)
$(1,409)
$ (.08)

$(1,386)
—
$(1,386)
$ (.08)

$5,567
1,807
$7,374
$ .43

$(1,526)
361
$(1,165)
$ (.07)

The net pension credit of $.4 million in 1985 for the Company’s domestic pension plans includes the
following components (in thousands):
Service cost—benefits earned during the period................................................................. $ 244
Interest cost on projected benefit obligation.......................................................................
857
Less actual return on plan assets.......................................................................................... (1,058)
Net amortization and deferral...............................................................................................
(399)
(356)
Pension expense for the Company’s domestic pension plans was $1 million in each of the years
1984 and 1983.
The weighted average discount rate and rate of increase in future compensation used in determin
ing the actuarial present value of the projected benefit obligation in 1985 are 11% and 3%, respec
tively. The expected long-term rate of return is 12% in 1985.
The following table sets forth the funded status and amount recognized for the Company’s domes
tic pension plans in the consolidated balance sheet at December 31, 1985 (in thousands):
Actuarial present value of accumulated plan benefits, including
vested benefits of $3,049.................................................................................................... $ 3,184
Plan assets at fair value, primarily marketable securities................................................. $ 2,356
Projected benefit obligation for service rendered to date................................................. 3,403
Projected benefit obligation in excess of plan assets.......................................................... (1,047)
Unrecognized net loss from past experience different from that assumed......................
354
Unrecognized net asset (transition amount) being recognized
over approximately 13 years..............................................................................................
(403)
Accrued pension liability included in other liabilities......................................................... $(1,096)
The actuarial present value of accumulated plan benefits at December 31, 1984 for the Company’s
domestic pension plans was $21.9 million, including vested benefits of $2.1 million. Plan assets avail
able for benefits at December 31, 1984 for these plans were $26.2 million, including accrued con
tributions receivable from the Company of $2.6 million.
During 1984, the Company’s foreign subsidiary terminated its pension plan and concurrently
closed a major plant facility. As a consequence, $10.2 million, net of estimated expenses, was recorded
as extraordinary income in 1984, and $1.2 million was included in the provision for restructuring and
consolidation as a result of the plant closing and employee terminations. This subsidiary was sold in
March, 1986 (see Note L).
Pension expense for the Company’s foreign subsidiary (sold in March, 1986) was $1.7 million, $.3
million and $1.5 million in 1985, 1984 and 1983, respectively. The actuarial present value of accumu
lated plan benefits and plan assets available for benefits at December 31, 1984 (date of latest informa
tion) for this subsidiary was $27.8 million.
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KEWAUNEE SCIENTIFIC EQUIPMENT CORPORATION
Notes to Financial Statements
Note H: Pension Plans
The Company has various non-contributory defined benefit pension plans covering substantially
all employees. As of May 1 , 1985 the Company adopted Financial Accounting Standards Board State
ment No. 87, “Employers’ Accounting for Pensions.” The Statement does not permit application to
earlier years. The Statement provides for the computation of a transition gain as of the adoption date,
which is the amount by which the plans’ net assets exceeded the actuarial present value of accumu
lated plan benefits. This gain amounted to $2,720,000 of which a significant portion was credited to
income as part of the subsequent restructuring of the pension plans. The remaining balance of
$397,000 at April 30, 1986 is being amortized to income over 14 years.
The Company also effected a restructuring of the non-union plans which provided for the termina
tion of the plans effective April 30, 1985, the purchase of annuity contracts to provide for the future
payment of all accumulated benefits, the reversion of excess assets of $3,100,000 to the Company and
the establishment of successor plans with similar benefits. The restructuring took place in the third
quarter of fiscal year 1986 and, as a result, a gain of $1,648,000 was recognized in accordance with
Financial Accounting Standards Board Statement No. 88, “Employers’ Accounting for Settlements
and Curtailments of Defined Benefit Pension Plans and for Termination Benefits.”
Net pension expense (credit), excluding the restructuring gain, was $(285,000), $16,000 and
$90,000 in 1986, 1985 and 1984, respectively. The effect of the adoption of Statement No. 87 was to
decrease pension expense by approximately $285,000 in 1986. Net pension expense (credit) for 1986 is
composed of the following:
Service cost for benefits earned during the year.......................................................... $ 168,000
Interest cost on projected benefit obligations...............................................................
428,000
Investment return on plan assets.................................................................................... (700,000)
Amortization of transition gain....................................................................................... (181,000)
$(285,000)
The weighted average discount rate and the rate of increase in future compensation utilized in
determining the actuarial present value of the projected benefit obligations were 10% and 5%, respec
tively. The assumed rate of return on assets was 10%.
Accumulated plan benefits and projected benefit obligations, as estimated by consulting actuar
ies, and plan net assets and funded status as of April 30, 1986 excluding the Company-sponsored union
pension plans covering former employees of the Adrian, Michigan operation, are as follows:
Actuarial present value of accumulated benefit obligations
(assumes no future salary increases):
Vested .................................................................................................................... $ 147,000
Non-Vested..............................................................................................................
21,000
$ 168,000
Actuarial present value of projected benefit obligations for
service provided to date (assumes future salary increases).................................. $ 902,000
Unamortized amounts:
Transition gain........................................................................................................
397,000
Unrecognized net loss............................................................................................
(70,000)
$ 1,229,000
Plan assets at fair value............................................................................................... $ 10,000
Accrued pension cost in balance sheet.........................................................................
1,219,000
$ 1,229,000
Former employees of the relocated Adrian, Michigan operation were covered under Companysponsored union pension plans. The Company intends to terminate these plans and to pay benefits
earned thereunder during fiscal year 1987. Excess plan assets will revert to the Company. Plan assets
and the actuarial present value of projected benefit obligations were estimated $4,001,000 and
$2,920,000, respectively, at April 30, 1986.
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MANUFACTURERS HANOVER CORPORATION
Notes to Financial Statements
12. Post-Retirement Benefits
Pension Plan
The Corporation and its U.S. subsidiaries have several non-contributory defined benefit pension
plans covering substantially all domestic employees. The employees of certain foreign operations
participate in various local plans.
The pension plans’ benefit formulas generally base payments to retired employees upon their
length of service and a percentage of qualifying compensation during the final years of employment.
The Corporation’s funding policy is to contribute annually the amount necessary to satisfy the Internal
Revenue Service’s funding standards. Contributions are intended to provide not only for benefits
attributed to service to date but also for those expected to be earned in the future.
Effective January 1 , 1985, the Corporation amended the benefits formula of its principal domestic
pension plan (the Retirement Plan) in connection with amendments effective the same date which
resulted in an increase in the benefits payable under the Employees’ Profit Sharing Plan (the Profit
Sharing Plan). The change in the benefits formula for the Retirement Plan caused 1985 pension plan
expense to decrease by approximately $7 million. Recognized actuarial gains, primarily from changes
in assumptions and amortization periods, resulted in an additional reduction of approximately $13
million from 1984. These reductions were substantially offset by the increased expense resulting from
the amendments to the Profit Sharing Plan.
With regard to all domestic pension plans, the Corporation also adopted Statement of Financial
Accounting Standards No. 87, “Employers’ Accounting for Pensions” (SFAS No. 87) effective January
1, 1985. As a result, 1985 pension expense was reduced by an additional $22.4 million.
As of January 1, 1985, the retirement plan assets were $580,691,000, the projected benefit
obligation was $398,329,000 and the accumulated benefit obligation was $321,275,000. The following
table sets forth the Retirement Plan's funded status and amounts recognized in the Corporation’s
consolidated financial statements at December 31, 1985:
(In Thousands)
Actuarial present value of benefit obligations:
Accumulated Benefit Obligation, including
Vested Benefits of $191,792
Projected Benefit Obligation for Service Rendered to Date
Plan Assets at Fair Value, Primarily Listed Stocks,
Fixed Income Securities and Immediate
Participation Guarantee Contracts
Excess of Plan Assets over the Projected Benefit Obligation
Unrecognized Net Gain from Past Experience Different from that
Assumed and Effects of Changes in Assumptions
Unrecognized Net Asset being Amortized over 10.5 years
Prepaid Pension Cost included in Other Assets
Net Pension Income for 1985 included the following
Income/(Expense) components:
Service Cost—Benefits Earned During the Period
Interest Cost on Projected Benefit Obligation
Actual Return on Plan Assets
Net Amortization and Deferral
Net Periodic Pension Income Included in Employee Benefits

$(234,299)
$(305,194)
566,052
260,858
(83,792)
(112,803)
$ 64,263
$ (21,709)
(36,079)
135,737
(63,065)
$ 14,884

The weighted-average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation were 9% and 7%, respec
tively. The expected long-term rate of return on retirement plan assets was 9%.
For 1984 and 1983, pension cost for the Retirement Plan was determined by the Entry Age—
Frozen Initial Liability Method. Cost under this method is the level amount that would result in a
pension fund equal to the present value of the pensions at retirement for employees who retire at the
normal retirement age. The earnings rate assumed on plan assets was 7%. Total pension expense,
which approximated the amounts funded, amounted to $27,130,000 in 1984 and $25,605,000 in 1983.
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Foreign pension plans are not required under the Employee Retirement Income Security Act of
1974 to determine the actuarial value of accumulated benefits and the current value of net plan assets
available for benefits on the same basis as the domestic plans described above. However, the market
value of the foreign pension plan assets was sufficient to cover the estimated vested benefits as of the
most recent valuations. The pension expense related to overseas plans was $5,739,000, $5,120,000 and
$4,103,000 for the years ended 1985, 1984 and 1983, respectively. The Corporation has deferred the
application of SFAS No. 87 on these foreign based pension plans.
During 1985, the Corporation also adopted Statement of Financial Accounting Standards No. 88
(SFAS No. 88) which deals with the accounting for “settlements.” In accordance with SFAS No. 88,
the Retirement Plan purchased annuity contracts for approximately 4,100 members of the pension
plan guaranteeing the payment of their future pension benefits. In connection with this transaction, no
Retirement Plan assets were reverted and no cash was received. A gain was recognized in other
revenue of approximately $53.5 million, which was equal to a pro-rata portion of the excess of the
Retirement Plan’s assets over the projected benefit obligation at January 1, 1985.
MARINE MIDLAND BANKS, INC.
Notes to Financial Statements
Note 15. Retirement Plans
The Corporation, the Bank and certain other subsidiaries maintain noncontributory pension plans
covering substantially all of their employees, including those in certain foreign countries. Benefits,
under the Corporation’s principal plan, are based on years of service and the employee’s compensation
during the last five years of employment. Consolidated retirement plan expense (credit) for the
principal plan for the years 1985, 1984 and 1983 amounted to $(11,300,000), $12,653,000 and
$10,150,000, respectively.
Statement of Financial Accounting Standards (SFAS) No. 87, “Employers’ Accounting for Pen
sions,” was adopted as of January 1, 1985 for the Corporation’s principal plan. At January 1, 1985,
the projected benefit obligation of this plan was $111,139,000 and plan assets at fair value were
$194,208,000 resulting in an unrecognized net asset of $83,069,000. The average remaining service
period of active plan participants expected to receive benefits was estimated to be 14 years at January
1, 1985. Net periodic pension cost of $(11,300,000) included service cost of $3,500,000, interest cost of
$12,500,000 and amortization of unrecognized net assets and other deferred amounts of $9,400,000
reduced by asset earnings of $36,700,000. If SFAS No. 87 had not been adopted pension expense in
1985 would have approximated $9,600,000.
The Corporation settled the accumulated benefit obligations accrued through September 3, 1985
under the plan through the purchase on November 29, 1985 of nonparticipating annuity contracts for
$128,650,000, from a major insurance company. A pro rata portion of the gain on account of the
settlement or $39,100,000, was recognized as other income in accordance with SFAS No. 88, “Em
ployers’ Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for
Termination Benefits.”
The following table sets forth the plan’s funded status:
December 31,
Projected benefit obligation for service rendered to date
Plan assets at fair value, primarily marketable securities
Projected benefit obligation in excess of plan assets
Unrecognized net asset value existing at January 1, 1985
Unrecognized prior service cost
Unrecognized net (gain) or loss
(Accrued) prepaid pension cost
Actuarial present value of accumulated benefit obligation,
including vested benefits of $2,500

1985
in thousands
$(33,215)
33,041
(174)
(17,432)
6,789
$(10,817)
$ 3,000

The weighted average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation shown in the above table
were 10.25% and 6.25%, respectively. The expected long-term rate of return on assets was 10.25%.
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The actuarial present value of accumulated plan benefits at January 1 , 1985 included $99,247,000
of vested and $8,068,000 of nonvested benefits. Net market value of assets available for benefits was
$194,208,000. At January 1, 1984, vested and nonvested benefits were $96,474,000 and $9,600,000,
respectively, compared with net market value of assets of $172,722,000. Rates of return used in
determining these values were 9½%for 1985 and 9% for 1984.
MCORP
Notes to Financial Statements
Note 8—Employee Benefits
(a) Pension Plan
The Company has a defined benefit pension plan covering substantially all its employees. The
benefits are based on years of service and the employees’ compensation during the last 5 years of
employment. Annual contributions are made to the plan which comply with the funding requirements
of the Employee Retirement Income Security Act.
In December 1985 the Financial Accounting Standards Board issued Statements of Financial
Accounting Standards Nos. 87 and 88 governing employers’ accounting for pensions and for settle
ments of defined benefit pension plans.
The following table sets forth the plan’s funded status and amounts recognized in the Company’s
balance sheet in accordance with Statement No. 87 at December 31, 1985 (in millions):
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested benefits
of $50 million
Projected benefit obligation for service rendered to date
Plan assets at fair value, primarily listed stocks and U.S. bonds
Plan assets in excess of projected benefit obligation
Unrecognized net asset at January 1, 1985 being
recognized over 15 years
Prepaid pension cost included in other assets

$ (55)
$ (64)
132
68
(39)
$ 29

Included in the $29 million prepaid pension cost is $22 million recorded as part of the purchase
transaction with Southwest.
Net pension benefit for 1985 included the following components (in millions):
Service cost—benefits earned during the period
$ 2.3
Interest cost on projected benefit obligation
7.0
Return on plan assets
(11.2)
Amortization of the unrecognized net asset
(.8)
Net pension benefit
$ (2.7)
Pension expense amounted to $329 thousand and $3.1 million for the years ended December 31,
1984 and 1983, respectively. Pension expense decreased by $3.0 million as a result of the adoption of
Statement No. 87 in 1985. The first three quarters of 1985 were not restated because the effects of
application of this statement were not material.
The discount rate and weighted average rate of increase in future compensation levels used in
determining the actuarial present value of projected benefit obligations were 12% and 7.6%, respec
tively, in 1985. The respective rates in 1984 were 7.5-8% and 6-7.6%. The expected rate of return on
plan assets was 9% in 1985 and 7.5-8% in 1984.
In the fourth quarter of 1985, MCorp initiated and completed a voluntary early retirement
program which provided an opportunity for eligible employees to accelerate their retirement benefits.
The early retirement program, which was accounted for in conformance with Statement No. 88,
resulted in a settlement gain of $3.7 million in excess of the additional pension obligations.
• • • •
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PHILLIPS PETROLEUM COMPANY
Notes to Financial Statements
Note 1—Discontinued Operations and Unusual Items
••••

On May 14 and August 2, 1985, the company announced special early retirement programs.
Under FASB Statement No. 88, “Employers’ Accounting for Settlements and Curtailments of De
fined Benefit Pension Plans and for Termination Benefits,” which the company adopted effective
January 1, 1985, a liability and a one-time expense of $21 million were recognized for the net cost of the
programs. As a result, net income decreased $11 million ($.04 per common share). If the new standard
had not been adopted, the net cost of the programs would have been $115 million and net income would
have been $50 million less ($.18 per common share).
••••

Note 14—Retirement Income Plans
The company elected to adopt FASB Statement No. 87, “Employers’ Accounting for Pensions,”
with respect to its U.S. retirement plans, effective January 1,1985. Application of FASB Statement
No. 87 increased 1985 earnings $31 million ($.11 per common share).
The parent company and its subsidiaries have defined benefit plans covering substantially all
employees. The parent company plan is noncontributory and benefits are based on an employee’s
years of service and average earnings for the three highest consecutive calendar years of compensa
tion during the ten years immediately preceding retirement. Plans of subsidiaries are generally
contributory with benefit formulas based on employee earnings. The company’s funding policy for
U.S. plans is to make, as a minimum contribution, the equivalent of the minimum required by the
Employee Retirement Income Security Act of 1974. Plans for the majority of foreign employees are
fully insured and premiums are expensed when paid. Pension cost (income) was as follows:
Millions of Dollars
1983
1985
1984
U.S. Plans
$ 28 $38
$27
Service cost—benefits earned during the period
101
Interest cost on projected benefit obligation
(300)
Actual return on assets
118
(37)
(2)
Net amortization and deferral
(53)
25
1
Net pension cost (income) for U.S. plans
8
8
7
Foreign Plans
$33
$ (45) $ 8
Net pension cost (income)
Assumptions Used for U.S. Plans—
Weighted Average at December 31
Discount rate
Rate of increase in compensation levels
Long-term rate of return on assets

9¼%
7
9¼

8%
6
8

8%
6
8

For 1984 and 1983, pension cost included current service cost, amortization of unfunded prior service
costs and amortization of actuarial gains and losses. Amortization periods ranged from 15 to 40 years.
A change in the actuarial cost method from “Entry Age” to “Projected Unit Credit,” and substantial
actuarial gains for the parent company plan resulting mainly from investments, reduced 1984 pension
costs by $13 million and $20 million, respectively.
All of the company’s U.S. plans have assets in excess of the accumulated benefit obligation. Plan
assets include commingled funds, marketable equity securities, deposit administration insurance con
tracts, corporate and government debt securities, and real estate. The following table presents a
reconciliation of the funded status of the plans at January 1 and December 31, 1985. Prepaid pension
cost is included in deferred charges on the company’s balance sheet.
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Plan assets at fair value
Actuarial present value of benefit obligations
Vested benefits
Nonvested benefits
Accumulated benefit obligation
Effect of projected future salary increases
Projected benefit obligation
Plan assets in excess of projected benefit obligation
Unrecognized net gain
Unrecognized net asset at January 1, 1985
Prepaid pension cost

Millions of Dollars
December 31 January 1
$1,454
$1,506
688
39
727
219
946
508
(96)
(353)
$ 59

719
33
752
233
985
521
—

(495)
$ 26

••••

UAL, INC.
Notes to Financial Statements
Retirement Plans
The subsidiaries of UAL have various retirement plans which cover substantially all employees.
Defined benefit plans covering certain employees (primarily United’s union ground employees) pro
vide benefits of stated amounts for specified periods of service, while defined benefit plans for other
employees provide benefits based on employees’ years of service and average compensation for a
specified period of time before retirement. Pension costs are funded, for the most part, at the mini
mum level required by the Employee Retirement Income Security Act of 1974. There are also defined
contribution plans for certain groups of employees (primarily airline pilots), company contributions for
which are a percentage of participants’ earnings or a percentage of participants’ contributions.
Effective January 1, 1985, UAL adopted, for its domestic defined benefit retirement plans,
Statement of Financial Accounting Standards No. 87, “Employers’ Accounting for Pensions,” issued
by the Financial Accounting Standards Board in December 1985. The adoption of Statement No. 87
did not have a significant effect on UAL’s consolidated pension expense for the year 1985 or for any of
the quarters therein, nor did it have a significant effect on UAL’s statements of consolidated financial
position as of December 31, 1985 or as of any quarter end within the year 1985. Accordingly, UAL’s
consolidated financial statements for the first, second and third quarters of 1985 were not restated.
The following table sets forth the defined benefit plans’ funded status and amounts recognized in
UAL’s statement of consolidated financial position as of December 31, 1985:
(In Thousands)_________________________________________________________________ 1985
Actuarial present value of benefit obligations1:
Accumulated benefit obligation.................................................................................... $1,080,758
Projected benefit obligation.......................................................................................... $1,478,691
Plan assets at fair value2 ................................................................................................. 1,547,605
Projected benefit obligation less plan assets........................................................... .
(68,914)
Unrecognized net gain.......................................................................................................
68,798
Unrecognized net asset at January 1, 1985....................................................................
204,350
Adjustment required to recognize minimum liability....................................................
—
Pension liability recognized in the statement of consolidated
financial position............................................................................................................. $ 204,234
1S ubstantially all of the accumulated benefit obligation is vested.
2Plan assets are invested approximately as follows: cash equivalents and short-term governmental and
corporate instruments (86%), common stock (3%) and real estate and other investments (11%).
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A 9% weighted average discount rate and a 6% rate of increase in future compensation levels
were used in determining the actuarial present value of the projected benefit obligation. The expected
long-term rate of return on assets was 8%.
The net periodic pension cost of defined benefit plans for 1985 included the following components:
(In Thousands)____________________________________ ______________ ______________1985
Service cost—benefits earned during the period.............................................................. $ 92,145
Interest cost on projected benefit obligation.................................................................... 204,088
Actual return on plan assets............................................................................................... (329,106)
Net amortization and deferral............................................................................................
94,987
Net periodic pension cost.................................................................................................... $ 62,114
Total pension expense for all retirement plans (including defined contribution plans) was
$104,889,000 in 1985, $116,668,000 in 1984 and $258,627,000 in 1983.
In the fourth quarter of 1985, United settled certain of its pension benefit obligations by the
purchase of nonparticipating annuity contracts to cover vested benefits. As a result of these settle
ments, UAL recognized a gain of $136,835,000, as calculated under the provisions of Statement of
Financial Accounting Standards No. 88, “Employers’ Accounting for Settlements and Curtailments of
Defined Benefit Pension Plans and for Termination Benefits,” issued by the Financial Accounting
Standards Board in December 1985 and adopted by UAL.
United has announced its intentions to settle its remaining pension benefit obligations with
respect to the defined benefit plans covering pilots and flight attendants. Unions representing these
employees have sued to bar United from recovering the excess of plan assets over pension benefit
obligations in these two plans. These cases are pending.
Certain actuarial assumptions and actuarial methods of United’s retirement plans were changed
in 1984 based on reviews of conditions, including investment performance. Together with the effects of
certain pension plan amendments, these changes reduced pension expense for 1984 by a total of
approximately $77,000,000, or $2.21 per share (primary). The principal change in actuarial assump
tions was an increase in the assumed interest rate from 6% to 8½%. The changes in actuarial methods,
which comprised approximately $31,000,000 of the expense reduction and which increased net earn
ings by approximately $16,000,000, or $.46 per share (primary), were: (1) a change in the actuarial cost
method from the entry age normal method to the alternately acceptable unit credit method and (2) a
change from 15 years to 30 years in the period over which experience gains or losses were being
amortized. Management believed that the new actuarial methods were preferable under the circum
stances because they better matched pension expense with pension funding taking into consideration
the excess of pension fund assets over the present value of accumulated plan benefits.
WALBRO CORPORATION
Notes to Financial Statements
Note 6. Pension Plans
The Company sponsors pension plans covering substantially all domestic and certain foreign
employees. Plans covering domestic salaried employees provide benefits that are based on an em
ployee’s years of service and compensation during the five year period prior to retirement. Plans
covering domestic hourly employees provide benefits of stated amounts for each year of service. Plans
covering certain foreign employees provide lump sum payments at termination which are based upon
length of service, compensation rate and whether termination was voluntary or involuntary. The
Company annually contributes to the plans covering domestic employees amounts which are actua
rially determined to provide the plans with sufficient assets to meet future benefit payment require
ments. The plans covering foreign employees are not funded.
Effective January 1, 1985 the Company changed its method of accounting for the cost of its
pension plans covering domestic employees. For these plans, the Company adopted the new income
and expense recognition and disclosure standards contained in Financial Accounting Standards Board
Statement Nos. 87 and 88. Under these new accounting standards, the Company recognized (a) a
$407,000 reduction in pension expense and (b) a gain of $1,008,000 on the pension obligation settlement
transaction discussed below which would not have been recognized under previous accounting stand
ards.
Total pension expense amounted to $262,000 in 1985, $530,000 in 1984 and $428,000 in 1983.
Pension expense for 1985 for plans covering domestic employees was determined using the new
accounting standards discussed above and comprises the following:
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(In Thousands)
$ 125
182
(485)
231
$ 53
Pension expense for these plans for 1984 and 1983 includes amortization of prior service costs over
30 years. The Company recognizes currently the amount which would be payable if all employees
covered by its foreign plans terminated voluntarily.
The following table summarizes the funded status of the Company’s domestic defined benefit
pension plans and the related amounts recognized in the Company’s consolidated balance sheets as of
December 31, 1985, 1984 and 1983. The 1985 and 1984 information has been prepared in conformity
with the new accounting standards discussed above. Certain items below were not required at the
Benefits earned...........................................................................................................
Interest on projected benefit obligations..................................................................
Actual return on assets...............................................................................................
Net amortization and deferral....................................................................................

Actuarial present value of benefit obligations—
Vested ...............................................................
Nonvested .........................................................
Accumulated benefit obligations......................
Effects of salary progression............................
Projected benefit obligations............................
Plan assets—
Equity securities................................................
U.S. Government obligations...........................
Other fixed income securities...........................
Projected benefit obligations
(over) under plan assets.............
Pension liability recognized in the
Amounts not recognized—
Net asset upon transition
to new accounting standards.
Net gain......................................

1985

1984
(In Thousands)

1983

$ (797)
(90)
$ (887)
(674)
$(1,561)

$(1,859)
(44)
$(1,903)
(499)
$(2,402)

$(2,451)
(200)
$(2,651)

$ 561
747
$ 1,308

$ 1,307
1,244
1,405
$ 3,956

$ 1,386
910
984
$ 3,280

$ (253)

$ 1,554

$(1,089)

$ (265)

726
110
$ (253)

1,819

—

$ (282)

—

$ 1,554

The information above reflects the settlement by the Company of certain pension obligations
during 1985. The Company terminated one of its defined benefit pension plans effective December 31,
1984. Upon terminating this pension plan, the Company established a new pension plan covering the
same employee group. The successor plan is also a defined benefit plan. The Company is accounting
for the successor plan as if it were a continuation of the predecessor plan. During the third quarter of
1985 the predecessor plan settled all of its accumulated benefit obligations through the purchase of
annuity contracts with an insurance company. The excess of the plan’s assets over the cost of the
annuity contracts amounted to $2,154,000, and this amount reverted to the Company. A gain of
$1,008,000 was recognized during that quarter as a result of this settlement. The remainder of the
amount reverted has been classified along with the Company’s other long-term pension obligations on
the December 31, 1985 consolidated balance sheet.
The assumptions used as of December 31, 1985, 1984 and 1983 in determining the pension ex
pense, settlement gain and funded status information shown above were as follows:
1984
1985
1983
9.6%
10.1%
6.0%
Discount rate....................................
5.0%
5.0%
N/A
Rate of salary progression...............
8.0%
8.0%
6.0%
Long-term rate of return on assets.
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